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EDITORIAL. 


THE reception of the first number of this Journal has been 
most encouraging to all concerned in its production. The welcome 
has been general, criticism conspicuously absent, and our members 
have shown a kindly disposition to recognise in the infant the 
possibilities of future development rather than the obvious 
and necessary limitations of its first prattlings. If, indeed, a 
comparison of the numbers of candidates for election with the 
resignations were to be regarded as affording a criterion of its 
popularity, we should even have some excuse for complacency. 

We cannot, however, fairly allocate to the Journal by any 
means all of the credit for the increased interest in the Institute 
and its proceedings which these figures seem to indicate. Recent 
meetings have shown a marked improvement in the numbers of 
those attending, and it is evident that as the Institute becomes 
better known its attractiveness tends to increase. The informal 
meetings at Malet Street, an experiment announced in our 
previous issue, have also proved a decided success, and, though 
from their nature it is impossible for more than a limited number 
of members to take part in any one of them, it would be quite 
possible, if other groups were formed, to accommodate them 
simultaneously in the building. We hope, therefore, that experts 
in the political conditions of other countries and in other aspects 
of international affairs may feel inspired by the example of 
Dr. Seton Watson and Professor Arnold Toynbee. 

This would have the advantage of introducing a larger pro- 


portion of our members to Malet Street, whither, in spite ¥- the 
No. 2.—vot. 1. 
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plan issued with the Journal, but few have hitherto directed 
their steps. There is reason to hope that our next Annual 
Meeting may be held there, after which, no doubt, many will feel 
disposed to use the rooms as a convenient meeting-place, as well 
as for reference to the works in the library, which will by that 
time, we hope, have attained useful proportions. The library 
sub-committee are working energetically, so far as their restricted 
means allow, to provide what is most essential, but it is clear 
that so young a society, with a small subscription and membership 
rigorously restricted to qualified persons, must rely to a large 
extent upon individual generosity. Many valuable contributions 
of books dealing with matters of interest to the student of inter- 
national affairs have already been made, but, while many of our 
members, no doubt, have nothing to offer beyond suggestions, 
which will be gratefully received and carefully considered, it is 
hoped that to others, and especially to those who are themselves 
authors of appropriate works, a reminder of this opportunity of 
helping the Institute may not appeal in vain. 

Our readers must not expect, for the present, to receive as a 
rule a journal comprising as many pages as the current number. 
Both the papers printed are of considerable length, but, in view 
of the great interest attaching at the moment to the subjects 
treated, we have decided that it would not be desirable to hold 
over either of them. In the case of Egypt, in particular, the 
situation dealt with by Sir Valentine Chirol is already modified, 
and there would be a danger that his address, now of remarkable 
interest, might be out of date if postponed to a future number. 
This paper, as published, has been composed by Sir Valentine 
specially for the Journal, and should consequently be of interest: 
even to those who were present at the meeting, since on that 
occasion he spoke from notes, and expressed himself somwhat 
differently. We have, therefore, expanded this issue of the Journal 
considerably beyond the limits which we have to contemplate as a 
rule, in view of the limited scope of our finances. We have to 
budget for a journal restricted to thirty-two pages, and only in 
exceptional circumstances shall we feel justified in exceeding 
these limits. 









AUSTRIA. 


(Paper read on January 24th, 1922.) 


LADIES AND GENTLEMEN : What I have to say about Austria 
I propose to divide under the following headings :—Political ; 
Economic and Financial; Sociological; and General Conclusions. 


Political. 
You will all recall that Austria, as she is called to-day, 
represents only about one-eighth in size and one-ninth in population 


of the previous Empire. In a report I made to the British 
Government in 1919, I wrote about Austria as follows :— 


“ For the first time in my life I found a whole nation, or what was 
left of it, in utter, hopeless despair. Inability to obtain a ration, in 
itself insufficient to support human life, and the misery of hundreds 
and thousands who, in an early winter’s snow, shivered without heat 
or the h. pe of getting it, were bad enough, but it was nothing compared 
with the apathy, the helplessness and the loss of all hope that pervaded 
every class from the highest to the lowest.” 


The condition of the people since then has gradually been 
remedied bv organised relief measures and the coming into play 
of normal economic forces, but that “loss of hope” proved to 
be one of the greatest psychological and political obstacles to 
reconstruction. Until quite recently, those who were permitted 
under the Treaty of Saint Germain to continue to call themselves 
Austrians took no pride in that right, and still less interest in the 
scrap of territory which they had been told they could keep. 
For them it was not only a husk politically empty but a heritage 
of indefinite misery. Seven months after the Report to which 
I have referred was presented to our own Parliament, I was 
urging upon Dr. Renner, then Chancellor, that he should raise 
the cry of “ Austria for the Austrians.” Rather brutally, 
perhaps, I told him that what Austria needed was not so much 
bread as a couple of hundred Sinn Feiners who could show the 
Austrians how to stand up for a little country against over- 
whelming odds. Renner replied: ‘“ That is all right in theory, 
but in practice it is hard, Take my own case, I have always 
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lived with my sister. All our home traditions are centred round 
asmall farm. That farm is now just across the border in Czecho- 
Slovakia. To continue to live in our home my sister must 
become a Czech. To continue to be Chancellor of Austria I 
must give up my home. What meaning or magic is there in the 
word ‘ Austria ’ to my sister—or to me?” 

Dr. Renner’s case was bitterly typical of hundreds of thousands 
in the little newly-formed Republic. The human impulse of 
these six and a half million souls, hungry, confronting national 
and individual bankruptcy, floundering on a map they did not 
recognise, was to look for help in the direction whence, owing to 
common language and common misfortune, they might most 
expect to receive it. The movement for political union with 
Germany began to gain increased popularity. The French 
Government, with the unfortunate lack of foresight which so 
frequently has characterised their policy since the end of the 
war, breathed into this Anschluss movement just the life it lacked 
by repeatedly emitting threats as to what would happen to 
Austria if she dared to join Germany. With these threats there 
were sometimes coupled promises of adequate financial assistance 
—still awaited—if Austria would be a good child and be content 
to stew in her own juice. Partly on account of these threats and 
partly in defiance of them plebiscites were held in some of the 
Provinces, despite the prohibition of the Federal Government, 
and these indicated that 80 or 90 per cent. of the population of 
Austria had been driven to be anxious for union with Germany. 
What in the beginning was mere grasping at a straw had been 
developed into a national fetish. 

Suddenly the political picture changed, and Austria awakened 
to the call cf a genuine national existence. For the last three 
months while I have been in Austria I have scarcely heard one 
word of the Anschluss, except from Tyrol. The dominating 
sentiment of Austria, that she was too weak as a nation to live 
by herself, has been obliterated. I do not say it will not return, 
but the volte-face has been one of the most interesting phenomena 
of recent times in Central Europe. I attribute it mainly to two 
unworthy motives, namely, the sense of possession and the sense 
of desperation. Under the Treaty, Austria understood the one 
thing to which she was entitled was Western Hungary, better 
known as the Burgenland. No one I ever met in Austria believed 
the Burgenland to be a determining factor vital to Austria’s 
existence, but when Hungary, last October, without the apparent 
disapproval of the Allied Powers, endeavoured to grab the 
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Burgenland, Austria woke up. Just as an entirely apathetic 
husband often becomes a fire-breathing aggressor when someone 
tries to run off with his utterly superfluous wife, so Austria, in 
the righteous wrath of threatened dispossession, was stirred into 
life over the Burgenland. There surged up all those good and 
all those evil passions which are lumped under the blessed word 
“* patriotism.” 

Almost simultaneously, that is to say last autumn, public 
opinion in Austria came to the conclusion that the credits, which 
they had erroneously believed would be quickly furnished through 
the League of Nations, would never be forthcoming. The value 
of the Austrian Krone fell headlong. It became one thousand 
times less than its par value, and still went worse. And the 
more it fell, the more the sense of desperation stimulated to 
action. New blood was injected into the Austrian Cabinet and 
there commenced a great fight on the lines of self-help—-Austria 
to save the Austrians. The financial and economic phases of 
that campaign I shall deal with later. The political result was 
public absorption in the details of projected legislation that 
crucially affected the daily life of the highest to the lowest. In 
the vital interest of discussing how much his loaf of bread would 
cost when the policy of self-help abolished subsidies, and how in 
the world he was going to find the money for it, the average 
Austrian forgot to wonder whether he should join Germany. 

While discussion in Austria, to the exclusion of the Anschluss 
movement, centred round the cost of living and the rape of the 
Burgenland, there occurred the Portorose Conference. I may 
confess at once that, while as President of the body which 
originated this Conference I always supported it, I never 
expected that much good would result from it. Nothing gives 
me greater pleasure than to say I was wrong. Portorose was 
one of the most useful though least advertised of all the Con- 
ferences which have been held in Europe since the Armistice. 
None of the Delegates was empowered to commit his Govern- 
ment. They did, however, arrive at unanimous agreements 
which provided draft formule for commercial treaties and trans- 
port arrangements between the various nations and thus saved 
a tremendous amount of time and friction. On the basis of these 
formule the countries of the Danubian Basin are now trying to 
put their economic house in order. 

Do not think that Portorose marked a sudden change of heart 
or an epoch; useful it was, but more than anything else it 
visualised what has quietly been happening during the last three 
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years. The extent of progress in the economic and political 
relations between Austria and her new neighbours is not grasped 
by the casual observer. In 1919, to get from one frontier to 
another, even when travelling in a special train and armed with 
a portfolio of permits, I found it necessary sometimes to buy an 
engine. In those days each part of the disintegrated Austro- 
Hungarian Empire swore it would never have dealings with the 
other part, and most of the Southern European States that were 
signatory to the Treaty of Saint Germain were merely out to get 
their pound of flesh from what was left of Austria. To-day that 
is nearly all changed. Political and commercial treaties have 
been and are being negotiated on fair terms between Austria and 
the Succession States. Czecho-Slovakia has realised that Austria 
is the natural market for a great part of her coal and her 
sugar. Austria, on the other hand, has realised that she cannot 
pursue her industrial progress independently of Czecho-Slovakia. 
Hungary, Roumania, Yugo Slavia and other States are acting 
or have acted on similar lines. There is much that remains to 
be done and much still to be desired, but, relatively, the strides 
made since 1919 are amazing. 

Assuming that Austria is eventually capable of becoming a 
self-supporting unit, it seems to me to be of great importance 
politically that her entity as a State, if only as a buffer State, 
should at all costs be preserved. Geographically she acts as a 
buffer between Italy and a possibly re-aggressive Germany. 
Her absorption by Germany would mean that Czecho-Slovakia 
would be flanked on both sides by German territory, and Czecho- 
Slovakia believes that to be fatal to her interests. Neither 
Hungary nor Yugo-Slavia has any wish to have Germany as a 
next-door neighbour. Following the example of Switzerland, 
Austria might well become a detached but useful neutral factor in 
preserving the peace and the balance of Europe. 

Economic considerations suggest a particularly close union 
between Austria and Hungary. Hungary is an 80 per cent. 
agricultural country. Austria is an 80 per cent. industrial 
country. It is too soon to expect that a union to the extent 
which would appear economically expedient can be accomplished. 
Time alone can heal political wounds from which Hungary 
suffers ; time alone can reconcile Austria to the loss of her political 
interest in Hungary. But as these two countries, through 
common adversity, grow to realise their inter-dependence, I ara 
hopeful that they will again come much closer together, although 
I believe that Hungary, to do herself justice, must have a King, 
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while Austria can probably play her part just as well by remaining 
a Republic. Such differences in ultimate forms of Government 
are not, I think, destructive to my hopes. 

In both Hungary and Austria, Bolshevism, as an organised 
force, has burned itself out. The recent riots in Vienna—and I 
happened to be amongst the many sufferers from mob violence— 
must not be taken as an indication that Bolshevism has a strong 
hold in Austria. In the last elections in Vienna, the Communists 
broke the party ranks and fought against the Social Democrats, 
who were presumed to represent the extreme Left and who take 
perpetual joy in extolling the proletariat. The Communists did 
not win one seat. When you have your Left Party fighting and 
beating the Communist element, you have appreciable factors of 
safety and order. 

Unless my calculations are upset by the disintegration of 
Austria—and if that occurs the greater Powers will only have 
themselves to blame for the resultant European chaos—I can 
foresee the possibility of a pact of the most interesting character 
as between Austria and Hungary, with Czecho-Slovakia as an 
interested third party. But you cannot force the hands of the 
clock; neither lecturing nor bullying will straighten out the 
rough places of the Treaty of Peace or bring these countries into 
any closer contact with each other than they find by practical 
experience to be desirable and expedient. How delicately these 
questions must be handled is illustrated by the present political 
crisis caused by the fall of the Schober Cabinet in consequence of 
the Lana agreement with Czecho-Slovakia. I do not propose 
to go into the details of this, because I understand that the 
agreement in principle is likely to be approved by the Austrian 
National Council, although, owing to internal political com- 
plications, it may involve the appointment of another Chancellor. 
I shall content myself with quoting one sentence from Chancellor 
Schober’s speech before the Foreign Affairs Committee on 
Thursday last, in defence of the agreement against the charge of 
a sacrifice of national interests. “ Prague,” he said, “ was not 
prepared to give economic concessions unless they were accom- 
panied by political agreements.” That visualises one of the 
outstanding difficulties of Austria. 


Economic and Financial. 


A question purpetually asked is—Can Austria exist? Has 
she the economic possibilities of self-support? Several dis- 
tinguished statesmen who have had to deal with the Austrian 
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situation since the Armistice have been inclined at times to 
believe that Austria is an economic impossibility and that there- 
fore the labour of endeavouring to save her is more or less labour 
lost. On the other hand, expert opinion which has had oppor- 
tunity to investigate the resources and condition of Austria on 
the spot is almost unanimous in the belief that Austria eventually 
will be able to pay her way. The Vienna Sub-Commission which 
was sent by the Reparation Commission to Austria in October, 
1919, took the view that with temporary assistance Austria could 
pull through. The Austrian Section of the Reparation Commission, 
which sat in Vienna from June, 1920, to May, 1921, held the same 
view. As a result of the report of the latter body, the Supreme 
Council not only decided that it was useless to endeavour to 
extract reparations from Austria in the near future, but referred 
the whole question to the Financial Committee of the League of 
Nations, who sent an entirely new set of experts to Vienna to 
report on the situation. In May, 1921, these experts reported as 
follows :— 


“* As the result of the enquiries and investigations which it has made, 
the Delegation is convinced that Austria, when her economic activity 
has adapted itself to her political territory, will have the prospect of 
very considerable opportunities for development. Even Vienna, in 
regard to which there have been grave fears, on account of her abnormal 
situation, will become a valiiable adjunct to the new Austrian State ; 
she will cease to be the political capital of a great Empire, and will 
become a commercial and financial metropolis. Even now, in spite of 
all obstacles, she has visibly recovered the position which she derives 
from her geographical situation with the means which have been 
preserved for her by her traditions and her organisation.” 


Personally, I am convinced that, if quickly given adequate 
assistance over a period of reconstruction, Austria can become a 
useful and self-supporting economic unit among the nations. I 
will not weary you with a mass of figures to prove my assertion 
but will merely mention a few salient facts. At the end of last 
month there were, in the whole of Austria, only 17,742 people 
out of work. That bald statement conveys more than columns 
of statistics. I do not mean to infer that all industries are working 
at full time, but nearly all industries have re-started their activities 
and renewed their former export trade. The figures for Austrian 
trade for the first six months of 1921, only available at the moment 
in weight, show striking increases over the same period of the 
previous year. The transit traffic through Austria, for instance, 
more than doubled. If the imports of coal and food are deducted 


ee rk <a 








es ae ae 


1922] AUSTRIA 41 


there is a balance of exports over imports. In any attempt to 
estimate an eventual balance in Austrian trade, the question of 
coal, which is by far the largest import, is not so serious as would 
appear. Austria possesses enough water-power to reduce her 
import of coal to a relatively unimportant figure. This 
water-power is, by degrees, being harnessed, and negotiations are 
now on foot for the development on a large scale of what is, 
probably, the best water-power system in Europe, with the 
exception of Norway. 

Austria’s other principal import, foodstuffs, can be reduced 
by some 30 or 40 per cent. through the corresponding increase 
of her own agricultural production. The abolition of food 
subsidies and the decontrol of food prices should greatly stimulate 
the activities of the Austrian farmer, who, under the system of 
State requisitioning, has not been receiving world prices for his 
products. 

In general, Austrian exports for the year ending December 
31, 1922, may be expected to show an increase of from 50 to 100 
per cent. over those of the previous year. The growing export 
of timber, magnesite, and other minerals and raw materials, as 
well as the increased industrial export in machinery, iron goods, 
electrical apparatus, paper, and textiles, all indicate an approach 
towards an eventual balance of trade. The proceeds from 
commerce, banking, transit traffic, and capital investments in 
other States, are also important factors. As the League of 
Nations and nearly all observant critics have pointed out, the 
assured position of Vienna as a financial and commercial metro- 
polis of lower Europe brings with it a volume of invisible trade 
which is of incalculable value in assisting Austria to pay for her 
imports and her labour. 

It may be of interest if I say that the figures for the trade of 
the first half of 1921 show that Italy, Czecho-Slovakia, Hungary, 
Germany, and Yugo Slavia, in the order named, are Austria’s 
principal customers; while Austria’s largest purchases are made 
in Czecho-Slovakia, Germany, Poland, Yugo Slavia and Hungary, 
also in the order named. Nearly 75 per cent. of Austria’s imports 
would appear, as measured by weight, to come from Czecho- 
Slovakia and Germany. 

With the improved and improving conditions, anyone must 
naturally ask why the finances of Austria are at such a low ebb, 
and why her currency is the most depreciated in the world, 
always excepting that of Russia. What has happened in Austria 
is almost the exact reverse of what has happened in England. 
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Here we have an appreciating currency combined with unpre- 
cedented unemployment. In Austria they have a currency 
almost daily becoming of less value, but practically no unemploy- 
ment—only about three-tenths of 1 per cent. of her population. 
The explanation lies mainly in the fact that Austrian industry 
has flourished at the expense of the Austrian Government. By 
selling foodstuffs at enormous loss and thus cheapening the cost 
of labour, by undercharging industry for the use of railways and 
other State services, the Austrian Government, in its unregenerate 
days, built up an ever-growing deficit, which could only be met 
either by borrowing abroad or, as in fact happened, by the 
speeding up of the note-printing press. There is much, however, 
to be said in defence of the Government, although not of their 
system. From the early days of 1919 the Ministers of this new 
Republic had been constantly and confidently basing their 
financial plans and postponing internal reforms in the pathetic 
expectation of Allied reconstruction credits, which so far have 
failed to materialise. Then, too, in the earlier days when Bela 
Kun ruled Hungary in the approved Bolshevist manner, and 
was hammering at the doors of Austria in the hope of adding her 
to his “red” territory, it was no easy matter to preserve social 
order. I recall that there were then many wise men of Paris 
who foretold a Bolshevist Austria. I am inclined to think that 
the wise men of Paris would have proved to be right if the Austrian 
Government had not so subsidised bread as to enable the poorest 
of their people to buy it. It is easy to be wise after the event 
and to sit on this platform and lecture the Austrian or other 
Governments on the iniquities of subsidies which can only be 
met by making the sparks fly from the printing press, but the 
first duty of a Government is to preserve order and the primary 
human instinct is to preserve your own skin. 

Owing to the financial methods, justified or otherwise by 
expediency, of various Austrian Governments, and also to the 
hoarding of foreign currency by Austrians of all classes, the 
circulation of the Austrian Krone during the last week of December 
reached 174-1 milliards, while the Krone, on the Vienna Bourse, 
was quoted yesterday at 43,800 to the £ sterling. For fear there 
may be present any deflationist with a weak heart, I should at 
once point out that the 174 milliards is only the equivalent at 
the current rate of exchange of about £4,000,000 or, roughly, 
22 per cent. of the pre-war circulation requirements of the same 
area. The figure is based on the assumption that the issue of 
paper money has not appreciably increased since the last week of 
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December, and on the amount of the legal tender currency required 
before the war in the territory which corresponds to present-day 
Austria, without allowing for the world-wide rise in prices measured 
in terms of gold. The inference is that the present depreciation 
of the Krone is about four and a-half times greater than would be 
justified by the actual inflation. 

The fluctuations of the Krone from January to November, 
1921, are suggestive. Until August the Krone remained fairly 
steady between 2,500 and 3,000 to the £ sterling. Then the late 
Austrian Finance Minister returned to Vienna from London and 
it was realised that the credits confidently expected through the 
Financial Committee of the League of Nations would not be 
available for some time, if at all. The reaction in the public 
mind was dramatically illustrated by an immediate jump of the 
Krone to over 24,000 to the £. Later in the same month it 
reached 34,000. The flight from the Krone, which had started in 
1919, when the Succession States stamped their own Krone issue 
to distinguish it from that of Austria, assumed full and startling 
proportions. The inwardness of this movement has been in- 
terestingly analysed for me by an able Austrian financier, who 
writes as follows :— 


“ This ‘ flight from the Krone’ began in 1919. Fathers of families 
who wanted to lay by dependable property values for their children ; 
working men, who thought of their old age, then began to set aside 
foreign currency. The consequence was that foreign currency rose 
in price; and rose to a much greater extent than corresponded to the 
export and import of commodities and capital investment. And the 
more the price of foreign currency rose, the greater inevitably was the 
demand for it. For foreign currency, as an investment for savings, 
offered a magnificent, unsurpassable return. It doubled its value in a 
few months, which no other form of investment could do; it trebled 
itself; it multiplied itself by ten; by a hundred, and at last by a 
thousand. 

“ Side by side with this hoarding process on the part of individuals, 
there set in, as time went on, a second and much greater demand. In 
normal times commerce and industry are only purchasers of foreign 
currency when they need it to pay for imports or to settle debts. But 
since in Austria, from 1919 on, foreign currency was perpetually 
increasing in value, the business men and the industrialists would have 
been acting unreasonably if they had only purchased it to the extent of 
their needs; for the reason that they knew for certain that—in con- 
sequence of the demand for hoarding—it would cost them more later. 
This certainty in the mind of Austrian commerce and Austrian industry 
that foreign valuta would continually rise, had the result that commerce, 








44 BRITISH INSTITUTE OF INTERNATIONAL AFFAIRS [MARCH 


industry, and finance set to work to cover themselves for periods 
continually increasing in length; and were forced to do sc. If a man 
owes sterling abroad, which he has to pay at some later date, he does 
not wait to buy sterling till the debt falls due; he buys to-day, because 
he knows that he gets it cheaper to-day. The industrialist, financing 
his raw material, and the tradesman, who has payments ahead of him 
for his imports, do the same thing. The process must every day be 
intensified. To begin with, commerce and industry, in their fear that 
prices would rise, provided themselves with valuta for the next few 
weeks ahead; then for the next two months ahead; then for the next 
three months; and soon. At the present day industry and commerce 
are covering themselves for six to eight months ahead; and financial 
capitalists are making provision to meet their liabilities for still longer 
periods ahead. 

“ The simple fact is that the Krone circulation is now confined to 
meeting the requirements of the moment, and has been excluded from 
its function of conservation of wealth. The supply of the country with 
paying and purchasing power, which is one of the most important 
functions of money, is now no longer performed by the Krone, but by 
the foreign money. 

“This is the consequence of a lack of confidence in the power of 
one’s country to exist, which has been preached for three years in 
Austria. The seven Provinces, which were torn from the body of 
the old Austria, formed no organic whole; they could at first have no 
feeling for the new Austria as a State. This feeling for the new Austria 
as a State has only just begun to develop. It is only to-day that the 
Provinces and all the political parties feel that this State has got to 
stay, and to live, and accordingly must have a financial policy; and 
that all have an interest that it should. 

“The vicious circle, in which Austrian finances are moving, is 
consequently other than that which is commonly believed. The 
position is this: the State has a great deficit because the revenue has 
been collected according to relatively old legislation, which was made 
for low prices, while the expenditure has had to be according to the 
new high prices, because the foreign exchange rose as a result of the 
hoarding demand. The State is now proceeding to increase taxes 
and imposts to such a degree that it may cover the deficit, if the prices 
of the foodstuffs and necessities of its officials and the prices of the 
commodities which it itself needs (coal, building materials, etc.) 
remain level. In the past such an attempt has failed. For when the 
laws were passed, the prices of foreign currency have in the meanwhile 
again doubled or trebled, or multiplied many times over, so that the 
new imposts, taxes, tariffs, Customs, duties, prices of monopoly 
articles, etc., still covered only about one-third of the State expenditure, 
and again two-thirds of the expenditure remained uncovered by the 
revenue. The State accordingly has been again compelled to elaborate 
new increases of taxation, and submit them to Parliament, and in the 
meantime cover the vast deficit by printing notes.” 
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I understand the Swiss banks have estimated that to-day 
there is as much as the equivalent of £18,000,000 in gold values 
of Austrian call-money in Switzerland. To remedy these evils © 
Austria has just enacted laws whereby foreign exchange can only 
be dealt in by those holding Government permits. It has also 
been made compulsory upon those conducting business in Austria, 
and on all Austrians living abroad, to notify their boldings in any 
foreign currency or foreign credits. Failure to notify involves 
imprisonment up to ten years and confiscation of the amount 
concealed. The imprisonment is on a scale ascending to corre- 
spond with the quantity of foreign currency or credit concealed. 
If the foreign currency or part of it be placed at the disposal of 
the State, the holder receives a retrospective amnesty for any 
breach of the tax laws or previous concealment of income. In 
return for any of the foreign currency put at the disposition of the 
State, there are to be issued 5 per cent. 10 year Bonds payable 
in the currency of the delivered holdings or in some stable foreign 
currency. Anyone giving information with regard to a criminal 
offence under this law receives one-third of the concealed property 
asareward. You will notice that the law cannot be described as 
a measure of confiscation, although it is a close approach to it. 
It will be extremely interesting to see how it works. Personally, 
I am rather inclined to fear that it will fail of its object, and that 
the only measure likely to restore confidence in the Krone is the 
ability of the Government approximately to balance its Budget 
and to obtain the credits temporarily required for that purpose. 

The actual position of the Austrian Government at the moment 
is that of facing a big deficit in its Budget for the year ending 
December 31, 1922, and a record fall in the Krone. The figures 
of Government expenditure are so largely influenced by the 
external value of the Krone, and this in turn fluctuates so amaz- 
ingly, that it is practically impossible to estimate, except from 
day to day, the amount of the deficit and the real financial 
position. Towards the end of November, in consultation with 
several members of the Finance Ministry, I got out a rough 
estimate which indicated that there was a current deficit of about 
270 milliards of Kronen, as compared with an estimated deficit 
of 45 milliards, but at a much higher rate of exchange, for the 
year 1920-1921. To meet this deficit Dr. Gurtler, the Finance 
Minister, who was appointed in October, with the co-operation of 
Dr. Rosenberg, who was co-opted from the Anglo-Austrian Bank 
as Financial Adviser, has produced a series of revenue measures 


which are as interesting as they are courageous. I cannot praise 
c** 
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too highly the political and administrative courage which has been 
exhibited by Dr. Gurtler and Dr. Rosenberg since they became 
members of Chancellor Schober’s Government. They took 
responsibility for the Finance Ministry at a moment when it 
looked as if nothing could prevent the Krone from becoming 
almost as worthless as the Rouble, in fact, when the bottom 
seemed to have dropped out of everything. In Dr. Gurtler’s 
first speech to the National Council, he put the policy of self- 
help in the forefront of his programme in place of the 
League of Nations credits, and he at once started to abolish 
the State subsidies with a view, to use his own words, “ of 
making the population of a democratic Republic learn to stand 
on their own feet and not look to the Government always for 
relief.”’ I know of nothing finer in the recent annals of Europe 
than this chapter of financial and economic courage, and, whether 
it succeeds or fails, it will stand out as an effort made against odds 
as long as were ever faced by a responsible government. 

The principal item in the programme was the abolition of the 
food subsidies. These accounted for, roughly, one-half of the 
deficit of the Budget. The difficulties and dangers of introducing 
a measure which would jump the price of the people’s loaf from 
36 Kronen to 400 or 500 Kronen will be apparent when I tell you 
the height to which the cost of living, despite the State subsidies, 
had -already risen. In July, 1914, the bare monthly cost of 
living for a family of four in Austria was 163 Kronen. In 
January, 1921, it had risen to 10,942 Kronen, and by the end of 
last December it was 97,375 Kronen, or, in other words, had 
increased nine times during the last twelve months. It was 
only natural, under these circumstances, that Dr. Gurtler’s 
proposals met with strong opposition, but—and I say it to their 
honour—all political parties in Austria, when they realised the 
financial emergency, sank their party differences and combined 
to save the country. The first step to be taken—and on the face 
of it it seemed almost impossible—was to assure, without recourse 
to the long-expected external credits, a supply of imported food 
which would prevent any possibility of shortage or starvation. 
In a few weeks, by co-operation between bankers and millers, a 
shipment to Austria of 100,000 tons of wheat, at an expenditure 
of about £1,250,000, was financed and arranged. This is the 
equivalent of two months’ bread supply for Austria. It is to be 
used by the millers against replacement and as reserve against 
any possibility of the breakdown of supply through private trade. 
When you recall that for seven years the millers had done no 
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importing for themselves, and that the whole of the grain market 
and bread supply for that period had been controlled by the 
Government, I think you will agree that this was no small 
accomplishment. 

Another great step was an agreement between organised 
labour and organised capital to place all wages throughout 
Austria on a sliding scale, based on the cost of living, the scale 
to be determined by a joint Commiitee of employers and employees, 
aided by Government advisers. 

Then there arose honest differences of opinion as to the advisa- 
bility of sudden, as opposed to gradual, abolition of subsidies. 
It was held that the already high cost of living would make it 
dangerous to raise within a day the price of bread by as much as 
twelve or thirteen times. After a political crisis which nearly 
involved the resignation of the Finance Minister, the following 
compromise was arrived at :— 


Subsidies for cooking flour and fats to cease on January 8 
of this year. 

The bread subsidy to be reduced in three stages :— 

From January 8 to March 5, the State to contribute 150 
Kronen to the cost of loaf; 

From March 5 to April 2, the State to contribute 100 Kronen; 

From April 2 to April 29, the State to contribute 50 Kronen ; 
and from April 29 of this year the subsidy to cease entirely and 
the consumer to pay the full world’s market price for the loaf. 


By the abolition of the subsidies the Austrian Government 
expects to achieve the saving of some 80 milliards of Kronen— 
this calculation is made on the basis and at the rate of exchange on 
which the Budget deficit is put at 270 milliards of Kronen. By 
drastic increases in railway charges—the passenger fares are 
raised as high as 300 per cent.—in Customs duties, and in direct 
and indirect taxation, a further 120 milliards of revenue are to be 
provided, leaving an estimated net deficit of some 70 milliards. 
To meet this an internal loan has been projected, but no internal 
loan would seem likely to succeed unless external credits are 
forthcoming, thus enabling the Government to avoid becoming 
heavy sellers of their own currency in order to obtain the foreign 
exchange to meet their foreign obligations. The further catas- 
trophic collapse in exchange which would be precipitated by 
such Krone sales must utterly upset the basis on which the whole 
of this new revenue scheme has been planned, and, indeed, the 
existence of any Government. 
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In addition to abolishing subsidies, to enacting the law as to 
notification of holdings in foreign currency, and to increasing H 
taxation and raising the cost of State services, the indefatigable | 
Dr. Gurtler has also brought in such new taxes as that on all 
members using the Bourse—this, by the way, precipitated the 
first strike in the history of the world’s Stock Exchanges—an 
ad valorem Cheque Tax, and numerous other measures which, 
if the new Government are only in a position to enforce them, should 
bring Austria well on the road to solvency. I am rather inclined a 
to fear that the taxation may be found too heavy a strain for the * 
healthy development of industry, but a country in the desperate : 
position of Austria must take risks and trust to the future to 
rectify mistakes. 

I should mention that negotiations are proceeding for the 
annual absorption. by Austrian industry of some 20,000 officials 
over a period of five years. I should like to make it clear that 
while there are 253,000 State officials and 87,000 pensioned 
employees, only 27 per cent. of the former are employed in the 
Civil Administration of the Federal Government, the balance 
belonging to the State railways, Army, Police, etc. The problem 
of superfluous officials is complex, and has been rendered more 
so in regard to the railways by the Eight Hours Day regulations 
sanctioned by the League of Nations. To comb out Government 
establishments and throw’a large number of people on to the 
street would, in my view, merely necessitate giving an unem- 
ployment dole to people who are now doing, at any rate, something 
for the State. In calculating the cost of such a dole it is to be 
remembered that, on figures I worked out in November, the pay 
of higher grade Austrian officials had only been raised 60 times 
since pre-war days, and that of the lower grades only 100 times, 
as compared with a then decrease in the external value of the 
Krone of over one thousand times and an increase in industrial 
wages of over 200 times. In other words, it might be cheaper to 
continue to employ the Austrian Government official than to 
pension him. 

For the last couple of months the Austrian Government, in 
their extremity, have been endeavouring to arrange a carry-over 
loan of some 2} millions sterling. First of all they applied to 
Great Britain and France, who had recently advanced them 
£500,000 in equal shares. It was suggested that the further sum 
should be given as an interim loan in accordance with the plan of 
the Financial Committee of the League of Nations, and should 
become a first charge against the larger credits contemplated 
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under the League’s proposal. This application having brought 
no immediate result, the Austrian Government then received 
permission from the Reparation Commission in Paris to pledge 
the historic Gobelin tapestries which had been the private property 
of the Royal Family. I am sorry to say that the negotiations 
for this loan have also thus far failed. 

Austria, at the moment, is so tied by the Treaty of Peace and 
by other international complications that it is almost impossible 
for her to move hand or foot. The League of Nations, in May of 
last year, at the request of the Supreme Council, started to 
negotiate with the various Powers for the postponement for 
twenty years of their claims against Austria both as regards 
reparation and the relief loans granted since the Armistice. 
Under a document known as ‘‘ Advances to Austria,” the whole 
of Austria’s assets are mortgaged as security against these charges. 
Relief loans since the Armistice amount approximately to 30 
millions sterling. The amount of the hypothetical reparation 
has not been fixed. Most of the Powers concerned have agreed 
to postpone their liens, but only provided all the other Powers 
take the same action. Among those who have not yet agreed 
to postponement are the United States, who are relief creditors 
to the extent of 24 million dollars. The delay on their part is 
due to the fact that the Austrian liens are to be dealt with through 
the machinery of the Refunding Bill. I have every reason to 
hope that the United States, who have exhibited marked Govern- 
mental and individual generosity to Austria, will also agree to 
postpone their liens, but until such action is taken by every one 
of the Powers, Austrian assets are not available as free security, 
and there must continue to exist a possibility that any advances 
for reconstruction now made to Austria would have no priority 
over existing claims and might merely be pooled with the total 
of the £30,000,000 relief loans. This blocks any private capital 
loan being forthcoming for the moment, even against such quite 
sound revenue-bearing security as the Austrian Customs, which 
could be relied upon to meet the service of a moderate advance. 
It is one of the most hopeless tangles in which any country was 
ever tied. I earnestly trust that in the near future the United 
States and those other Powers who have not yet definitely agreed 
to the postponement of their Austrian liens will do so. Then a 
way will be cpen for the Financial Committee of the League of 
Nations to proceed with their Finance plan, or, failing that, 
Austria will be in a position to utilise her assets in order to save 
herself. 
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The immediate danger of the situation is that while chained, 
Prometheus-like, to the rock of the world’s good intentions and 
sympathy, Austria may expire. The further convulsive drop 
in the value of the Krone within the last few days has endangered 
the whole of the self-help programme. There may also result 
complete demonetisation. Currencies in other countries have 
in the past become demonetised and the countries have survived, 
but in the case of Austria, where you have a collection of eight 
Provinces held together only by slender ties, it is almost certain 
that there would be a political disintegration of the Federation 
so soon as remittances of money from the Central Government 
ceased to have purchasing power. The danger is not merely 
financial; it threatens life and order in one of the greatest centres 
of European civilisation, and unless it is averted there may 
ensue a further redistribution of territory which, in my view, 
could not be effected without another war. 


Sociological. 


I have been asked to touch on the human side of affairs in 
Austria. The drastic financial programme which I urged the 
Austrian Government to adopt will, I fear, inflict greater hardship 
than ever before upon the professional and middle classes. There- 
fore, may I say at once that the excellent relief work being done 
in Austria by the American Relief Administration, by the Society 
of Friends, the Vienna Emergency Relief Fund, and others is 
likely to be more than ever necessary? Before the war an 
Austrian who was passing rich with an annual income of 150,000 
Kronen—the equivalent of £6,250 at 24 Kronen to the pound— 
derived from a capital of 3,000,000 Kronen with fixed interest 
at 5 per cent., is to-day in receipt of an income that amounts only 
to £6 per annum. 

The tragedy of Austria is not what most people imagine. 
You do not trip over starving and emaciated children as you leave 
your hotel. You come across whining professional beggars, 
who irritate you, and you dine with loud-voiced profiteers and 
cheap-money hunters who irritate you still more by their ostenta- 
tious purchase of all the luxuries to which they have never been 
accustomed. But there is no lack of tragedy when you get to 
know the insides. Chancellor Schober, when President of the 
Vienna Police, was lunching with me some months ago, and 
apologised for an early departure on the ground that he had an 
important visit to pay. I asked him what it was. ‘‘ A few days 








~oer 





1922] AUSTRIA 51 


ago,” said Schober, “‘ an old General, a famous Austrian General, 
came to see me to ask me if something could be done about one 
of his former dependents.” Schober was not merely President 
of Police; he was the father and mother of Vienna. “ My eye,” 
continued Schober, “ as I talked to the General, fell unconsciously 
on the inside of his open civilian coat, and I saw that it was not 
lined. The lining had been taken out to make other clothes. 
The General caught my glance and realised that I had indiscreetly 
discovered the sign of his poverty. He turned on his heel in 
the middle of a sentence and walked out. I sent one of my 
confidential agents to ascertain the condition of the General. 
He reported to me to-day that the General’s pre-war pension, at 
the present value of the Krone, is not even enough to buy food. 
I am going now with a few thousand Kronen because I think the 
General may perhaps accept them through me where he would 
accept them from no one else.” 

A week later I left Vienna and Schober came to see me off. I 
asked him at the station about the old Austrian General. Schober 
replied : “‘ He died yesterday of starvation—ard of pride.” 

May I tell you one other illustration of what happens under the 
surface and off the crowded streets in Austria? Not long ago I 
was asked to the regular mid-day dinner of the Professors’ Mess 
at the University of Vienna. They met daily in the basement 
of a cheap café, near what is one of the oldest Universities of 
Europe. There were some 150 of them. Each, as he came in, 
exchanged a little surcharged metal coin, the only metal coin 
left in Austria, for four paper disks which represent four 
dishes of food. At the beginning of each week the Rector 
Magnificus and the heads of the various Faculties each paid 
their 70 Kronen for six metal disks, which provided six whole- 
some meals on each of the working days of the week at a 
cost of a penny-halfpenny a meal. If one of the paper disks 
was not used it was then available for the next day. The 
penny-halfpenny disks were treasured as I hope such tokens may 
never have to be treasured in any University in this country. 
Each dish on the menu had its ‘‘ Nem ” values calculated on the 
Pelidisi food system of that most wonderful Austrian person, 
Professor Pirquet, who inaintains that all the Professors of the 
Vienna University are infinitely better in health because they 
only get meat once a week. Not one of these 150 professors, 
brought up in the German school of student life, had a glass of 
beer or wine in front of him. They could not afford what in 
former days they would never have believed they could go without. 
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During the meal of soup, rice, vegetables and sweet, I asked the 
Rector Magnificus the name of the gentleman sitting opposite 
me in a military uniform. He replied, ‘“ That is the great 
authority on Cesar’s campaigns. He has recently discovered a 
long-lost site of one of Czsar’s important battles.” ‘“ Is he still 
in the Austrian Army?” I asked. “No,” said the Rector 
Magnificus, and handed the voluntary waitress the disk for his 
fourth dish. (The food, by the way, was supplied at less than 
cost price, thanks to Mr. Hoover’s American package system ; 
was cooked at a communal kitchen; and served on Habsburg 
crested plates formerly used by the servants of the Austrian 
Emperor in the kitchens of the Hofburg and Schénbrunn Palaces.) 
“ Then why,” I rather stupidly insisted, “ if the famous gentleman 
opposite is not in the Army, does he wear officer’s uniform ? ”’ 
“* Because ”’—the Rector Magnificus lowered his voice—“ he has 
no other clothes to wear.” 

That is the sort of thing you run up against in Vienna. And 
that is why I would ask you to give continued support to the 
appeals which are being made by the Universities’ Committee of 
the Imperial War Relief Fund for men in Vienna who are famous 
throughout the civilised world, and who, I think, share with us, 
to a greater degree than we share with any other ex-enemy 
country, the love of the Arts and Sciences. 

Don’t think that misery and hardship in Vienna are confined 
to the professional and middle classes. If you could have stood 
with me many a night on my balcony at the Hotel Bristol, you 
would have seen, before dawn crept up, the restive movements of 
children impatiently waiting for the grown-up vandals of the night 
to forsake the benches of the Ring and seek their own haunts. 
When they had gone, you would have seen these children taking 
from their pockets bits of bread or, by great good luck, a bit of 
sausage. Almost invariably, such is the gentle nature of the 
Austrian child, the meagre contents of the pocket would be shared 
with any other child that might be waiting on the bench for 
the dawn that so frequently brought more unhappiness. I don’t 
want to harrow feelings; I don’t want to appeal for Austria 
because, as a nation, she only needs the financial assistance that 
can properly be given and duly repaid; but if you had been with 
me on that balcony looking over the wonderful half-lit Ring, and 
watched women, very young and very old, struggling against 
sleep, standing all through the weary night in order to secure 
places in railway queues to go to work in the harvest fields, and if 
you had also seen the children, both ears alert for the step of the 
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polizei, furtively undress themselves under the night shadow of 
the trees in a search for that typhus-laden pest of Southern 
Europe—lice—you would have realised better than I can ever 


tell you what it means to live and work in a defeated country 
such as Austria. 


General Conclusions. 


In conclusion, may I be permitted to touch upon an issue 
wider than that of Austria but which is vital to that country ? 
Watching for the last three years the economic conditions in 
Europe perhaps as closely as most Allied officials, and now .“b- 
jecting them to analysis detached from official environment, 11:7 
outstanding impression is that most of the ‘“‘ doctors” are in 
too much of a hurry. You cannot restore in three years what for 
four years you have harnessed every available human and other 
energy to destroy. Economic conferences and relatively sound 
but theoretic remedies, such as the well-meant Ter Meulen 
Bond, are dangerously liable to deter individual practical effort— 
and particularly financial effort—from playing the part it was 
accustomed to take prior to the war. 

Nothing I have read has struck me as being su unpleasantly 


true as what Mr. Keynes says in the first chapter of his new 
book :-— 


‘** Tf we look back,” he writes, ‘a little closely on the two years 
which have just elapsed (and the general memory unaided is now so 
weak that we know the past little better than the future), we shall be 
chiefiy struck, I think, by the large element of injurious make-believe. 
My concluding proposals assume that this element of make-believe has 
ceased to be politically necessary; that outside opinion is now ready 
for inside opinion to disclose, and act upon, its secret convictions ; and 


that it is no longer an act of futile indiscretion to speak sensibly in 
public.” 


Among the hardest trials imposed upon British officials keen 
on their jobs in Central Europe have been some of the paper 
schemes, wrapped up in a tissue of political or other unrealities 
for the consumption of an uninformed public. What amazes me 
and others who have had to face and deal with realities in Europe 
during the last three years is the way in which supposedly sane 
public opinion, and even normally sound financiers and economists, 
have been temporarily swept off their common-sense feet by the 
make-believe atmosphere created by the world’s politicians. I 
am more depressed by the gullibility of a sane world than I am 
by the financial position of a distressed Europe. 
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Surely it is time we got rid of “ make-believe.” What, for 
instance, is the sense—the common-sense, the long sense—of 
talking about only postponing Austrian reparation for twenty 
years? I do not think there is anyone in this room to-night who 
believes that in twenty years’ time such reparation claims will 
either be made or met, or if made, would meet, twenty years 
hence, with the approval of the civilised world. If that be so, 
why cannot the Powers face facts and at once scrap Austrian 
reparation? Why go on pretending to believe in absurd Treaty 
shibboleths and in fictions that cannot satisfy even the ashes of 
revenge? Freed from all this sort of make-believe, and if also 
relieved from some of the restrictions that now deter it from 
flowing back into the channels where it once powerfully assisted 
towards the political and financial stability of Europe, British 
capital will be able to accomplish far more than is generally 
imagined. And it will be found that American bankers will be 
glad to co-operate with British bankers in such Continental 
investments as the British think sound. Then there will be no 
necessity for people to re-advertise prehistoric principles such as 
barter, or to proclaim their own quack remedies as a cure for all 
economic diseases. There must, of course, be sane co-operation 
on the part of Governments, but that does not imply Government 
control or an unlimited lease of life to all the Councils and Con- 
ferences which owe their itiception to a war that was supposed to 
have ended more than three years ago. I only hope that Mr. 
Keynes is right in his supposition that the outside world has now 
reached such stage of receptivity as to welcome that inside opinion 
which is ready to disclose its ‘‘ secret convictions.” 

One last word about Austria. I would ask you to give 
Austria the powerful benefit of your individual support in her 
really heroic effort to set her house in order. She has been 
through tribulation such as we in this country have mercifully 
been spared. She has weary years to run before she can meet all 
her liabilities and before she can become a thoroughly self- 
supporting nation. She requires international and particularly 
British and American encouragement to pursue a political destiny 
which, as I have tried to show, should be to the benefit of Europe 
and of the world. She also requires temporary financial assistance 
by which alone she can properly execute and enforce her courage- 
ous policy of self-help. If that assistance is not very quickly 
forthcoming, the whole of the Danubian basin and the Balkan 
problem may again be thrown into the melting-pot. 

WiLiam GOODE. 
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THE EGYPTIAN QUESTION. 
(Paper read on February Tth, 1922.) 


OnE vital point in any discussion of the Egyptian question 
seems to be so often ignored, and indeed many people seem to 
be so entirely ignorant of it, that I may be excused if I venture 
to begin by recalling it to such a distinguished audience as I have 
the honour to address this evening. 

Egypt is not, and never has been, a British dependency or 
possession. It has never been annexed to the British Empire. 
Whatever the term “ Protectorate’? may mean—and no one has 
ever defined it—Lord Curzon has himself declared that it does 
not mean annexation. An opposite inference might, it is true, 
be drawn from one passage in the British note addressed to Sultan 
Hussein immediately after the proclamation of the Protectorate 
in 1914; for it states that “‘ the rights over Egypt, whether of the 
Sultan of Turkey or of the ex-Khedive, are forfeit to His Majesty, 
King George,” and this might seem to mean that the Ottoman 
Sultan’s rights of sovereignty were transferred to the British 
Crown. But that had clearly not been the intention of the 
British Government; for in giving in the House of Lords in 1919 
the reasons which had prompted His Majesty’s Government to 
proclaim a Protectorate over Egypt in 1914, Lord Curzon declared 
that “the opportunity of incorporating Egypt in the Empire 
was deliberately rejected, because it was intended, in the wide 
latitude which the formula of a Protectorate affords, to give free 
scope to the political aspirations and self-governing capacities of 
the Egyptian people.” 

We know, therefore, at least what the Protectorate does not 
mean, and we know what Egypt was until the Protectorate was 
proclaimed, viz. a province of the Ottoman Empire of which the 
hereditary ruler appointed by the Sultan—at first with the 
ordinary title of Pasha, and since 1867 with that of Khedive— 
enjoyed far-reaching autonomous rights wrested from Con- 
stantinople, after a long rebellion, in 1840-41 by Mehemet Ali, 
the founder of the still reigning family. The Egyptian rulers 
had, it is true, so misused their power—and notably the spend- 
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thrift Ismail—that the country lapsed into bankruptcy and 
anarchy, and the British Government was reluctantly compelled 
to interfere forcibly in 1882 for the restoration of order under 
Ismail’s son, the Khedive Tewfik. When the Great War broke 
out we were still in military occupation of Egypt, and we had 
gradually assumed effective control of practically the whole 
administration, but we had never formally challenged the Otto- 
man Sultan’s rights of sovereignty over Egypt, and had merely 
kept the exercise of those rights rigorously within the very 
restricted limits of the Firmans successively granted by the 
Sultans themselves. 

It is important to remember how reluctantly Great Britain 
had undertaken the Egyptian expedition of 1882. An inter- 
national conference at Constantinople to consider the Egyptian 
situation was abortive. The British Government vainly invited 
the co-operation of Turkey herself, and of Italy and of France, 
and when we went into Egypt single-handed, bombarded 
Alexandria and smashed Arabi’s rebellion against the Khedive 
at Tell-el-Kebir, we at once gave a promise that our occupation 
should only be temporary. The promise, I believe, was given 
in all sincerity, and in order to redeem it Lord Dufferin, then 
British Ambassador in Constantinople, was sent on a special 
mission to Cairo to frame recommendations and devise a new 
constitution for Egypt. “I was in Egypt whilst he was there, 
and I know that, though he had serious misgivings as to the 
possibility of extricating ourselves from Egypt, it was the object 
to which he devoted his immense resourcefulness, and he in fact 
produced a report which for statesmanlike conception may be 
said to have anticipated by nearly forty years the Report of the 
Milner Commission. But it was built in those days onsand. The 
whole framework of Government in Egypt had collapsed, and 
the Egyptians, ground down and reduced to abject misery by 
the oppression and corruption of Ismail’s days, were incapable of 
rebuilding it for themselves. Somebody had to rebuild it, and 
as we were there, and, not to speak of the formidable complications 
created by the Mahdi revolt of the Sudan, our own military inter- 
vention had undermined even the little that was left of indigenous 
authority, we stayed on to rebuild it without realising how 
complicated a task it would prove to be and how long it world 
take. We still continued to protest that we meant to go away as 
soon as possible, and to prove our sincerity we tried hard in 1885 
and 1886 to come to an arrangement with Turkey to take over the 
task from us, and were prepared to fix a date for our evacuation 
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of Egypt. But Turkey, prompted in no small degree by France 
and Russia, refused to ratify the Convention which Sir Henry 
Drummond Wolff had actually signed at Constantinople, because 
it contained a clause giving us in certain circumstances the right 
of re-entry. Whether the opposition of France or of Turkey was 
on this occasion the more foolish it is hard to say. Lord Salisbury 
was confirmed in the belief to which he was wisely coming round, 
that in backing Turkey as the makeweight of our position in the 
East, as we had done ever since the Crimean War, we had been 
backing the wrong horse, and Turkey was never again given such 
a chance. Lord Salisbury was confirmed also in the belief that 
the antagonism displayed towards us by France in all matters of 
Egyptian administration since the occupation was not a mere bit 
of temporary pique. Until the occupation France had always 
enjoyed in Egypt since the days of Mehemet Ali a position of 
ascendancy which her loss of prestige after the Franco-Prussian 
War of 1870 impaired but did not by any means destroy. French 
was the predominant foreign language in Egypt; such schools 
and such laws as Egypt had were modelled on the French pattern. 
Egyptians who went abroad at all went to France for choice. 
France had built the Suez Canal, and French finance had played 
the leading part, until Disraeli’s purchase of the Khedive’s Suez 
Canal shares in 1876, in all the financial operations which had 
ended by placing Egypt practically in the receivers’ hands. 
When we occupied Egypt in 1882 we were on very friendly 
terms with France, and we were sincerely anxious not to elbow 
her unceremoniously out or subject her to a greater diminutio 
capitis than her refusal to co-operate with us in our original 
military intervention necessarily involved. But France would 
not have it. A policy of continued pinpricks in Egypt became 
part of a general policy of hostility to this country in all Colonial 
questions which drew her, together with her natural antagonism 
to Germany, into increasingly close relations with Russia, with 
whom we were coming into acute rivalry all over Asia. From 
the time when Franco-Russian diplomacy induced Turkey to 
refuse to ratify the Drummond Wolff Convention, whi-h would 
have fixed a date for our evacuation of Egypt, the igyptian 
Question may be said to have dominated Anglo-French relations 
till the Anglo-French agreement of 1904, by which France re- 
nounced her opposition to us in Egypt and her desire even to get 
any term assigned to our occupation. 

Even the Anglo-French agreement did not invest our position 
in Egypt with any formal international sanction, and just about 












58 BRITISH INSTITUTE OF INTERNATIONAL AFFAIRS [MARCH 


that time the other essential sanction which it had hitherto 
enjoyed, viz. the consent of the governed, showed signs of 
weakening. 

We had done so much in Egypt under Lord Cromer’s vigorous 
impulse, and had assumed such large responsibilities, that we 
hesitated to relinquish a.control which seemed essential for the 
preservation of the splendid work achieved in the course of his 
great Pro-Consulate, and though we still talked of bringing 
British tutelage to an end as soon as its objects were wholly 
attained, our promises of evacuation remained unfulfilied, and in 
fact were renewed only with diminishing emphasis. On the 
other hand, opposition to its continuance, as soon as it was dropped 
by France, was manifested in a new direction. Egyptian 
Nationalism began to make itself heard. There had, of course, 
been a Nationalist movement once before in Egypt, under Arabi— 
a movement both anti-European and anti-Turkish—but how little 
root it had really struck was shown when it melted away like the 
moisture of a passing shower under an Egyptian sun as quickly as 
Arabi’s army itself melted away within twenty-four hours after 
General Wolseley had scattered it at Tell-el-Kebir. Esyptian 
Nationalism sprang up again largely as the result of the moral 
and educational influences of the British occupation. We had 
not only spread British ideas of political independence and 
national freedom amongst the Egyptians, but we had raised the 
general standards of the public services, and we had reared a 
generation of more efficient and self-respecting Egyptians, who 
claimed that they were capable now of walking without leading- 
strings, and that the tutelage which had, they admitted, set them 
on their feet should now be brought to an end. Lord Cromer 
himself realised before he left Egypt in 1907 that this movement 
would have to be reckoned with, the more so as the Khedive 
Abbas, who had succeeded to the throne on the death of the docile 
Tewfik in 1892, was a headstrong ruler, as ambitious as he was 
unscrupulous, and an expert in the game of playing off British 
against Egyptians and Egyptians against one another, in the hope 
of recovering an increasing measure of despotic authority for 
himself at the expense both of the British controlling power and 
of his own people. It was to guide and conciliate the best 
elements in Egyptian Nationalism that Lord Cromer, for instance, 
himself singled out Zaghlul Pasha as one of its most promising 
representatives and brought him into the Egyptian Government 
as Minister for Education. I will not stop to discuss why the 
policy cautiously initiated by Lord Cromer, pursued perhaps with 
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less caution and certainly with little success under his successor, 
Sir Elden Gorst, and still continued by fits and starts under Lord 
Kitchener between 1910 and 1914, failed to arrest the growth of 
Egyptian Nationalism, which assumed more and more openly 
a mco™> and more definitely anti-British character. The causes 
of fai!.:e were manifold. The quality of British control deteri- 
orated when there was no longer a Lord Cromer to uphold the 
high purpose which he had always himself ensued and insisted 
upon others ensuing. Its quantity, on the other hand, increased 
out of all proportion to the quality. Lord Cromer’s best work 
in Egypt was done with under 300 picked Englishmen to assist 
him in the year 1896 in all branches of the public service. The 
number had risen not unreasonably to 590 in 1906. Less than 
fifteen years later it had swelled to 1671—nearly a third of the 
total number of Nnglishmen employed in the executive and 
administrative government of British India, with a population of 
240 millions against the 15 millions of Egypt, where the executive 
power has always, at least nominally; remained in Egyptian 
hands! Egyptians found it increasingly difficult to reconcile 
the annual drafting of young Englishmen into the Egyptian 
services with our repeated promises to give the Egyptians them- 
selves a larger share in the administrative work of the country. 
The larger, too, the number of Englishmen, the more aloof they 
kept from the Egyptians and the more were they inclined to regard 
themselves as masters and the Egyptians as subordinates in all 
their official relations with them. Very typical was the growth 
of the Ghezireh quarter in Cairo, where Englis:nen led out of 
office hours a thoroughly congenial and self-contained life round 
the spacious grounds of the Khedivial Sporting Club, which the 
Egyptians had originally been encouraged to join, but only to 
find themselves later on too often cold-shouldered. Another 
cause of embitterment was during the last years before the war 
the frequent fluctuations in the attitude of Lord Kitchener 
towards the Khedive, alternately encouraging the more in- 
dependent Egyptian Ministers, amongst others Zaghlul himself, 
to stand up against Abbas Hilmi’s intrigues, and then allowing 
them to be “ victimised ’ when he had to turn some other awkward 
corner in his always difficult relations with the shifty Egyptian 
ruler, until, as we know, he finally gave up all hope of placating 
him and came home on leave in the early summer of 1914, 
determined that if he, Kitchener, was to carry on, Abbas would 
have to be got rid of. 

I have dwelt, I fear, at inordinate length on our position in 
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Egypt before the Great War, but it had to be made fairly clear 
if we are to understand what has happened since then. The war 
broke out. Abbas was, as often before, in the summer at Con- 
stantinople intriguing with the Sultan; Rushdi Pasha, as Prime 
Minister, was acting as Regent; and, whilst Turkey still pro- 
fessed neutrality, he and his colleagues courageously used the 
authority delegated to them by a Khedive who was still their 
master, for purposes with which he was vertainly not in sympathy, 
and assumed responsibility for various measures which placed 
Egypt alongside England in a state of declared hostility to 
Germany. When Turkey came into the war against us, the 
Khedive’s Cabinet assumed the further responsibility of agreeing 
to his deposition and to the Protectorate almost immediately 
proclaimed over Egypt by Great Britain, with Prince Hussein, 
an uncle of Abbas, as his successor, under the more exalted title 
of Sultan; and, though we had publicly declared that Great 
Britain did not intend the people of Egypt to bear any part of 
the burden of the war, her resources were placed entirely at our 
disposal. After the Turkish attacks upon the Canal were re- 
pelled (and on the first occasion Egyptian artillery took part in 
the defence), the valley of the Nile became a great base of opera- 
tions against Turkey ; Egypt furnished a large part of the supplies 
and the labour corps and the transport, without which the 
Palestine and Syrian canypaigns could never have been fought, 
and throughout the war there was never any serious trouble in 
the whole length and breadth of Egypt to hamper any of the 
many uses, combined sometimes with considerable hardships, 
to which our military authorities were driven to put the Egyptian 
people and country before victory was finally attained. 

Now I want you to bear in mind that all this was done with 
the willing consent and assistance of Egyptian Ministers, and 
also that these Egyptian Ministers were for the most part the 
same men who, after some very disagreeable experiences at our 
hands, resumed office last year in order to negotiate a friendly 
settlement of the Egyptian question. (Owing to Rushdi’s ill 
health, Adly, who had been a member of the Rushdi Cabinet 
during the war, was Prime Minister in 1921, and Rushdi served 
under him.) They had loyally co-operated with us throughout 
the war without asking any questions as to Great Britain’s 
future intentions. The same men came to England last summer 
to seek some more definite and permanent basis of co-operation 
and went away without having been able to find it. 

What had happened in the meantime ? 
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Whatever the sympathies and hopes of this or that section of 
Egyptians may have been during the war—and many of them 
doubtless never believed in nor desired the finai victory of the 
Allies—Nationalism was hushed until the war was over. Two 
days, however, after the Armistice it became vocal again— 
indeed, extremely vocal—and it must have carefully prepared 
its programme as soon as the end of the war had come unmistak- 
ably into sight. Zaghlul Pasha, as its mouthpiece, called at the 
Residency and claimed, both in virtue of the general principles 
proclaimed by the statesmen of the Allied and Associated Powers 
during the war and as a reward of Egypt's services, the immediate 
and full recognition of her independence as a Sovereign State. 
The claim was excessive, and the British Government ignored it, 
but it appealed to the imagination of the Egyptian people. 
Zaghlul and his friends started a vigorous propaganda which 
spread like wildfire in Egypt and was carried abroad by im- 
passioned appeals to the Prime Ministers of the Allied countries. 
Egyptian Ministers themselves realised that the agitation was 
assuming a dangerous form and could only be arrested by 
obtaining from the British Government a definition of what 
were its intentions and what the meaning of the word Protec- 
torate, of which, moreover, the unfortunate Arabic equivalent, 
always used to connote the status of Egyptian or Levantine-born 
individuals, often not at all the pick of the basket, enjoying 
foreign protection, had a hateful ring in Egyptian ears. Even 
the friendly, if urgent, representations of the Egyptian Ministers 
were ignored in London, and when Rushdi Pasha, the Prime 
Minister, asked at least to be allowed to come to England with 
one of his colleagues, Adly Pasha, to confer with British Ministers, 
the latter replied, pleading pressure of business, that the moment 
was inopportune. The rebuff was all the more marked, as the 
Egyptians saw Ameer Feisal proceeding to Paris to represent 
the Arab kingdom of the Hedjaz at the Peace Conference from 
which they were excluded, and other delegations from Syria 
and Cyprus passing through Egypt on their way to London to 
lay their views before the British Government. From such a 
rebuff Rushdi and his colleagues could hardly draw any other 
inference than that they had ceased to enjoy the confidence and 
goodwill of the British Government, without which they could 
not continue to discharge their responsibilities to their own 
people, and they resigned. Then followed the arrest and deporta- 
tion to Malta of Zaghlul and four of his principal supporters, 
carried out against the advice of Sir Reginald Wingate, then 
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still British High Commissioner in Egypt, who had been sum- 
moned home to “ advise,” but was not listened to, and rioting 
began in Cairo and Alexandria which spread in a few days over 
the greater part of the Delta and of Upper Egypt and assumed 
the character of a formidable rising in which townsmen and 
fellaheen, in some cases, no doubt, exasperated by the memory 
of real hardships inflicted upon them during the war, took part 
with equal ferocity. There were arson and plunder and horrible 
murders of Europeans and Government servants and destruction 
of railways, telegraphs, telephones, etc., so that Cairo was for a 
few days completely isolated except for communication maintained 
by aeroplane. It was an insane rising, for with the overwhelming 
forces we then had in Egypt repression was certain. It was 
swift and stern, and when Lord Allenby, who had just left for 
the Paris Peace Conference to be consulted in his capacity of 
Commander-in-Chief in Syria and Palestine as well as Egypt, 
was immediately sent back to Cairo to act as Special High Com- 
missioner, being ultimately confirmed in that post in succession 
to Sir Reginald Wingate, who never returned to Egypt, the 
worst phase of the active rebellion was already over. But he 
was still confronted with a form of passive resistance which 
was even harder to deal with, in the shape of strikes of all sorts 
—strikes of barristers and scavengers, postmen and railway 
employees, etc., and evén of Government officials in Cairo, 
which threatened to paralyse the whole administration. He 
appealed once more to the patriotism of Rushdi and his colleagues 
to resume office, for there had been no Egyptian ministry since 
their resignation, and they only consented after His Majesty’s 
Government had agreed to release Zaghlul and his friends from 
Malta, whence they proceeded to Paris to carry on their agitation 
there in some respects even more effectively than if they had 
returned to Egypt. But even then, after ten days in office, the 
Egyptian Ministers felt that their task was hopeless until the 
British Government defined its policy, and they once more 
resigned. Lord Allenby had to threaten the most vigorous 
application of martial law before a semblance of order was 
restored, and one of the ex-Khedive’s old hands, Mohamed Said, 
was induced to form a new Egyptian Cabinet for the transaction 
of current affairs. 

His Majesty’s Government had still no policy in regard to 
Egypt, and admitted that it had none, and also that its failure 
to have one had been at least partly responsible for the disastrous 
troubles of the past few months, by announcing at last, in May 
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1919, the appointment of a strong Commission under Lord 
Milner, then one of the most trusted members of the Cabinet— 
he had been a member of the Inner Cabinet all through the war 
—to inquire into the causes of the recent outbreak and frame 
recommendations for their future policy. Unfortunately, six 
months were allowed to elapse between this announcement and 
the landing of the Milner Commission in Egypt. Agitation and 
even rioting had been resumed. The Nationalist Extremists, 
still taking their marching orders from Zaghlul, who made Paris 
the headquarters for a propaganda extending even to America, 
had proclaimed a National boycott of the Commission, and 
Mahomed Said was frightened into urging its postponement, and 
resigned the Premiership when his advice was, quite rightly, 
disregarded. The boycott was outwardly largely successful ; 
some members of the Commission had rather unpleasant ex- 
periences in the provinces, there were more or less turbulent 
demonstrations, chiefly of patriotic schoolboys and even school- 
girls, and bombs were thrown, happily in most cases quite 
ineffectively, at the Egyptian Ministers who successively took 
office under the hated Protectorate. But the Commission did its 
work; it carefully explored the whole situation; it inquired into 
the causes of Egyptian discontent; it examined the working 
of the existing system of British administration and political 
control; it saw, if only privately, all the leaders of the Moderate 
Nationalist party, and got into touch with some of the more 
advanced groups, and on its way home even with some of Zagh- 
lul’s friends in Paris—and all this largely through the assistance 
of Adly Pasha, who had not only been most helpful in Cairo but 
travelled to Paris to continue his good offices. Zaghlul himself 
was at last prevailed upon to come over to London, and, with 
the ever-helpful Adly, conversations were carried on for several 
weeks in London in such a conciliatory spirit that by August 18 
Lord Milner was able to draw up a Memorandum giving in outline 
the basis of an agreement on which the Commission and the 
representative Egyptians with whom they had conferred believed 
that direct negotiations between the British and Egyptian 
Governments might lead to a permanent settlement. 

Some of the Egyptians returned to Egypt to sound public 
opinion there, and as their reports were favourable, though 
Zaghlul himself began to make some rather obscure reservations, 
the Commission was satisfied that its recommendations would 
be supported by a large body of influential opinion, and put its 
report into final shape. It was placed in the hands of Govern- 
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ment and laid before Parliament at the beginning of last year. 
I will deal with its specific recommendations later on, and will 
merely say here that it contained a very able and exhaustive 
review of the whole situation, of the drawbacks and imperfections 
of the machinery of British control, as it had developed since the 
occupation, of the growth of Egyptian Nationalism, and of its 
better as well as its more dangerous aspects, of the causes of 
the outbreak in 1919, apportioning the blame very dispassionately 
to the blunders of British policy or want of policy as well as to 
the unbridled appeals of the Extremists to racial and religious 
passion. It admitted the universal hostility of Egyptians of all 
classes and parties to the maintenance of the Protectorate, 
equally repugnant to them in name and in substance, and con- 
cluded strongly in favour of the substitution for it of a Treaty of 
Permanent Alliance between the two countries which should 
abolish the Protectorate and recognise the independence of 
Egypt, and at the same time contain the necessary guarantees 
for the safeguards of our own essential interests and of those of 
the foreign communities who had learnt to look to us for their 
protection. 

His Majesty’s Government were not, of course, bound to 
accept the recommendations of the Commission. But if they 
intended to reject them, as they ultimately did, they were surely 
bound not to create the impression that they intended to accept 
them. What other inference could Egyptians, or for that matter 
any one else, draw from what followed the publication of the 
Report than that it was accepted by them? An official com- 
munication was made to the Sultan foreshadowing the abolition 
of the Protectorate, and His Highness was allowed, and even 
urged, to entrust the formation of a new Cabinet to Adly Pasha. 
The new Prime Minister had not only taken a most important 
part in all the pourparlers conducted by the Commission, but he 
could claim to represent Egypt with far greater weight than 
any of the Prime Ministers who had held office since Rushdi’s 
resignation in 1919 merely in order to carry on administrative 
business and with little authority behind them other than that 
of the British Residency. Before proceeding to London at the 
head of a Delegation formed partly of his colleagues in the Cabinet 
which had so loyallv eo-cpciuwited with Great Britain during the 
war, and partly of former members of the advanced party of 
“complete independence” who had been associated with 
Zaghlul’s earlier campaign—one of them had been arrested and 
transferred to Malta with him in 1919—Adly Pasha laid before 
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Sultan Fuad a programme of which His Highness expressed 
approval. In it Adly Pasha stated definitely that the Delegation 
would not consider themselves tied down to the Milner recom- 
mendations, in the discussions about to take place in London, 
and would seek to introduce into the proposed Treaty such other 
precise provisions as might be required to secure that the 
guarartees claimed for the purpose of safeguarding the special 
interests of Great Britain as well as foreign interests should not 
be incompatible with the independence of Egypt. To the reser- 
vations made in this programme, which was published in the 
Egyptian Official Gazette of May 19 last, before the Delegation 
started for England, the British Government did not demur, 
and the Egyptian Delegation believed, not unreasonably, that 
in the negotiations British Ministers would treat as the minimum 
of the concessions to Egypt the recommendations of a Com- 
mission presided over by one of the most distinguished and 
influential of their colleagues, who had pressed them upon the 
British Government in the most urgent terms after prolonged 
conferences with the chief representatives of Egyptian Nationalism 
within earshot of Downing Street. 

This was the very hopeful situation that Adly Pasha had very 
largely helped to bring about when the negotiations between 
Lord Curzon and the Egyptian Delegation began in London in 
July. They lasted for over four months, with occasional inter- 
ruptions to suit the convenience of British Ministers largely 
absorbed in other matters of equally acknowledged urgency. 
At Lord Curzon’s instance the utmost secrecy was maintained, 
and the British public, in so far as it took any interest in them, 
was encouraged to believe that they were progressing favourably 
until within a few days of the rupture and the departure of the 
Delegation empty-handed for Egypt. Even then there was a 
tendency to represent the rupture as a mere interruption of the 
negotiations, and even now few Englishmen seem to realise how 
grave was the departure from both the spirit and the letter of the 
Milner Report in the Draft Treaty finally submitted to and rejected 
by the Egyptians. To make this clear I must turn back for a 
moment to the Milner Memorandum of August 18, 1920, which 
was the pivot of the Commission’s Report, and compare its chief 
points with those of the Draft Treaty rejected last November 
by the Egyptian Delegation. The Memorandum and the Draft 
Treaty are in practical agreement as to the abolition of the 
Protectorate and the recognition of Egypt as an independent 
State. It is on the rights which Great Britain is to continue to 
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enjoy that they diverge. The Memorandum made no mention of 
a British High Commissioner, with the “ special responsibilities ”’ 
of which the Draft Treaty demanded recognition without attempt- 
ing to define them, but merely required precedence for the British 
over other foreign representatives, in recognition of his exceptional 
position, nor did the Memorandum subordinate to him in the same 
measure as the Draft Treaty the conduct of Egyptian foreign 
affairs. It proposed merely that Egypt should undertake not 
to adopt in foreign countries an attitude inconsistent with the 
Alliance, nor to enter into any agreement prejudicial to British 
interests. The Memorandum likewise suggested a narrower 
sphere of authority than does the Draft Treaty for both the 
Financial and Judicial Advisers (who moreover in the Draft 
Treaty are called Commissioners), for it proposed to leave it at 
the option of the Egyptian Government to consult them on 
matters outside the limits of their specific functions, restricted 
respectively to the service of the Debt and the administration of 
justice in so far as it affected foreigners, whereas the Draft Treaty 
would arm them with an undefined measure of authority which 
would open the door to indefinite interference, especially by 
the Financial Commissioner, in practically all departments of -the 
administration. On these points, important as they are, the 
negotiations would certainly not have broken down, any more than 
on the question of the Sudan, which the Milner Commission had 
altogether excluded. It was the lack of precision as to the powers 
and responsibilities of British and Egyptian officials respectively 
which produced constant friction under the old régime before the 
war and resulted in many legitimate Egyptian grievances, by 
tending to paralyse the initiative and authority of Egyptian 
Ministers and to inflate beyond reason the British element in the 
public services. It would have been so obviously in the interests 
of both parties to minimise the danger of similar confusion of 
powers and responsibilities under the new régime contemplated 
in the Draft Treaty, that, had this been the only or the chief 
difficulty, the British Government would hardly have refused to 
define more clearly the measure of control which it claimed to 
retain. Nor would other points of difference have proved 
insurmountable. 

The one vital issue that dominated the negotiations from 
beginning to end, and which Lord Curzon always kept in the 
forefront, was that of the army of occupation, and it is on that 
issue that the Draft Treaty departed most widely from the letter 
and the spirit of the Milner Report. Lord Milner’s Memorandum 
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had provided for the maintenance of a British force in Egypt, but 
of one to be located within an area to be subsequently determined 
in the final Treaty, and it added that the presence of that force 
should ‘“ not constitute in any manner’a military occupation of 
the country or prejudice the rights of the Government of Egypt.” 
The Draft Treaty, on the contrary, specified no area for the 
location of the British force, but claimed in effect the right of the 
British Government to maintain an army of occupation wherever 
the British Government pleased, and for as long as it pleased. 
This was tantamount to claiming recognition of a right which 
we had never claimed or exercised so unreservedly in pre-war 
days. To this Adly Pasha replied: “It confers on Great 
Britain the right of maintaining military forces at all times 
and on any part of Egyptian territory, and places at her disposition 
all the ways and means of communication in the country. 
That is an occupation pure and simple, which destroys all idea 
of independence, even to the extent of suppressing internal 
sovereignty.” It is difficult to traverse that statement. 

That Adly Pasha read the military clauses of the Draft Treaty 
correctly is shown in the communication sent from London for 
presentation to Sultan Fuad on December 3, in which it is 
specifically stated on behalf of His Majesty's Government that 
of the Treaty provisions submitted to the Egyptian Delegation 
“the most essential are those relating to British troops.” And 
on what grounds? “ Egypt, it is necessary to repeat, is part of 
the Empire’s communications.” Not, be it noted, the Suez 
Canal, or Cairo, or Alexandria, or any other definite points on 
Egyptian territory, but ‘the whole territory of Egypt.” No 
argument is adduced in support of that categorical statement, 
nor does the Note of December 3 attempt to meet any of the 
Egyptian arguments on this or on any other point in their reply. 
The same masterful tone runs through the whole Note. 1t dwells 
at length on the great services rendered by England to Egypt 
during the pre-war occupation and during the war itself, but it 
contains no word of recognition of the services rendered by 
Egypt to England during the war or of the loyal co-operation at 
that critical period of the very same Egyptian Ministers with 
whom Lord Curzon had just been negotiating. It intimated that 
in the circumstances His Majesty’s Government were not prepared 
to modify the status of Egypt, though they still professed their 
desire to meet Egyptian national aspirations, if only the Egyptians 
would behave properly. The Note merely renewed promises, 
so often given before but never yet fulfilled, that Egyptians would 
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be more largely employed in the public services, in which the 
present proportion of Europeans was admitted to be “ excessive,” 
and it held out some hopes of a repeal of martial law subject to a 
bill of indemnity being passed by the Egyptian legislature, though 
its authors must have been aware that the first business of any 
such legislature elected under present conditions would be to 
enter an emphatic protest against the whole policy set forth in 
the Note. 

Who of our Ministers was chiefly responsible for that policy 
is hardly a secret to-day. Lord Curzon is believed to have been 
at times entirely out of sympathy with it. It reflects clearly the 
language which Mr. Churchill used when he went to Cairo last 
spring to preside over a Near East conference which professedly 
had nothing to do with Egyptian affairs, as well as the views 
which he expressed again only some days ago as to the way to 
treat unrest in Oriental countries. 

The consequences of that policy were such as any one familiar 
with the Egyptian situation was bound to foresee. Adly and his 
colleagues resigned, and even the stern measures taken by Lord 
Allenby to put down the rioting which promptly ensued and to 
deport the leading agitators, including Zaghlul, whose influence 
was held to have become purely incendiary, might not have 
availed to arrest the fresh wave of extremism already sweeping 
over the country had not the Moderate party, whose authority 
had been severely enough shaken by the rebuff inflicted upon 
them in London, done their utmost to keep Egyptian opposition 
to the new policy of the Note within lawful bounds. But Lord 
Allenby could not force the Moderates to resume office. He found 
himself once more in much the same position in which he had 
already been in 1919 after the suppression of the active rebellion, 
and experience had taught him the futility of relying upon 
dubious politicians of the Mohamed Said type, even if such had 
been willing to take fresh risks at our bidding. Moreover, the 
bulk of the British officials in Egypt had been prompt to recognise 
that the policy of the Note of December 3 was, to say the least, 
completely out of date, whilst the disorganisation into which the 
long deadlock had thrown every public department since the war 
was reaching every day an increasingly dangerous pitch. The High 
Commissioner was driven to the conclusion that, though he could 
for the time maintain order, he could no longer assume responsi- 
bility for carrying on without the co-operation of responsible 
Egyptian Ministers. That co-operation he knew he could still 
have, but only on terms; and when Serwat Pasha, who had been 
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in charge as Minister of the Interior whilst Adly was negotiating 
in London, and had resigned with him after the rupture, was 
approached, his terms were a practical reversal of the policy of 
the Note, and indeed something more. In complete accord with 
Adly, he would only consent to form a Cabinet on an assurance of 
a change of heart in London in the shape of the immediate 
abolition of the Protectorate, the recognition of Egyptian in- 
dependence and the consequent repeal of martial law, so as to 
enable an Egyptian legislature to be elected which would invest 
him with authority to negotiate with the British Government 
the guarantees required for the safeguard of British and foreign 
interests. To such terms British Ministers would not listen until 
Lord Allenby, who had warmly advocated their acceptance, 
intimated plainly that in the circumstances he could only tender 
his resignation. When the Cabinet saw that the High Com- 
missioner was in earnest, they apparently began tc have some 
misgivings, and they asked him to come over at once and give 
them his “advice.” He is now on his way to England, and 
upon the decision which His Majesty’s Government will have to 
take without much further delay our future relations with Egypt 
will depend. 

What are the guarantees upon which so much stress is laid 
in Downing Street? What is the value of the right to maintain 
an army of occupation for an indefinite time, even over the 
whole of Egypt, if its maintenance is to produce permanent 
bitterness and hostility? That even from the point of view of 
military experts there is 20 complete consensus of opinion as to 
its necessity, appears from the fact that amongst the members of 
the Milner Commission who clearly saw no such necessity was a 
distinguished soldier, Sir John Maxwell, who had commanded 
the British force in Egypt not only before the war but during 
the first very critical year of the war, when the Turks made their 
first attempt to reach the Canal. It was not merely the presence 
of a small British force in Egypt when the war broke out, but 
the not unfriendly feeling of the mass of the Egyptian people 
and the willing co-operation of the Egyptian Ministers, that 
enabled us to use Egypt as a safe and invaluable base for the 
military operations that finally smashed Turkish resistance. 
This nobody knows better than Lord Allenby himself, who 
conducted the great campaign in Palestine and Syria to its 
triumphant issue. Should such an emergency occur again, even 
with a larger force in occupation of Egypt than in 1914, what 
would our position be in a country saturated with hatred of us ? 
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Another argument frequently used by the advocates of a “‘ firm 
policy ” is that without the presence of a British army of occupa- 
tion we can never be safe against. an explosion of lawlessness on 
the part of an emotional and fanatical people like the Egyptians, 
and much capital has been made out of the deplorable riots in 
Alexandria last May. Far be it from me to minimise the horrible 
excesses committed on that occasion by the Egyptian mob, or to 
deny that the Egyptian police, and even the Egyptian soldiers, 
failed lamentably to do their duty, and that the intervention 
of British troops alone saved the situation. But is it fair to 
throw the whole responsibility for those happenings on the 
Egyptian Government or on the Egyptian local officials, when 
all the time the one paramount authority was that of martial 
law which we and not the Egyptians wielded? The argument 
is, in fact, anyhow double-edged, since the event showed that 
even the presence of a British force at Alexandria itself was not 
sufficient to avert the disturbances. Yet another argument is 
that if there were no British army of occupation in Egypt, some 
other Power would at once step in to provide that security for 
the large foreign communities resident in Egypt which we no 
longer should be there to provide. This, again, seems to beg 
the question, for we have the force there now, and nobody asks 
us to withdraw it. Intelligent Egyptians, such as Serwat and 
Adly, know perfectly well that for a long time to come Egypt 
must rely upon the British Army as well as the British Navy 
for the defence of her territory against external aggression, and 
they know equally well the value to them of a British force 
actually in the country in the event, however unlikely they 
may believe it to be, of any serious internal commotions with 
which they could not themselves cope. Both for our Imperial 
communications and for the safety of our own and other foreign 
communities, all we surely want is a force which in case of need 
should be able to keep the Suez Canal, and possibly the port of 
Alexandria, open for the landing of reinforcements which our 
command of the sea would enable us to pour in at any given 
moment. It may be objected also that any diminution of British 
administrative control will mean a diminution of efficiency and 
possibly of integrity. That may be so to some extent, but it 
must be remembered that the estrangement of the Egyptians 
which has taken place has already disorganised the adminis- 
tration to such an extent that the best British officials do not 
see their way to carrying on at all if the British Govern- 
ment persist in a policy that intensifies that estrangement. 
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People may. talk as much as they like of going back to the days 
when Lord Cromer exercised an almost despotic power, though 
undoubtedly a beneficent one. But even if we could find another 
Lord Cromer, times have changed. The whole world has changed, 
and not least the Orient and Egypt itself. The East cannot be 
ruled to-day by force alone, even if it were right to do so andif 
we were still in a position to do so after the immense losses and 
sacrifices which the Great War exacted from us. The East and 
the West have come to-day into close contact, and it depends 
very iargely upon the policy to which British Ministers now 
commit this country in Egypt whether that close contact leads 
to growing amity or to a deeper and more enduring antagonism, 
fraught with greater dangers to the British Empire as it exists 
to-day than to any other Western Power. 


VALENTINE CHIROL. 


AUTHOR’S POSTSCRIPT. 


Lord Allenby arrived in London shortly after the above lecture 
was delivered. On his advices, as may be gathered from the corre- 
spondence which had already passed between him and His Majesty’s 
Government (published in a White Book, Cmd. 1592), Mr. Lloyd 
George made on February 28th, in the House of Commons, a state- 
ment, of which the essential substance is contained in a ‘‘ Declaration 
to Egypt,” made public simultaneously in Cairo, based on the follow- 
ing principles: The British Protectorate over Egypt is terminated 
and Egypt is declared to be an independent sovereign state. Martial 
Law will be withdrawn as soon as an Act of Indemnity has been 
passed in Egypt. The security of British Imperial communications 
in Egypt, the defence of Egypt against all foreign aggression or inter- 
ference direct or indirect, and the protection of foreign interests in 
Egypt and of minorities, and finally the Sudan, are matters absolutely 
reserved to the discretion of His Majesty’s Government until agree- 
ments can be concluded concerning them between the British and 
Egyptian Government by free discussion and friendly consultation, 
and pending such agreements the status quo remains intact in regard 
to them. 

This is not a solution of the Egyptian problem, but it re-opens 
the door for an amicable settlement. The formation of a new 
Egyptian Ministry under Serwat Pasha has, in consequence, brought 
the three months’ deadlock in Cairo to an end. 


Vv. C. 


NOTES. 


Meetings of the Spring Session. 


On January 10th, Dr. Chaim Weizmann gave an interesting address 
on Zionism. The chair was taken by Mr. J. Cecil Power. After 
emphasising the fact that the movement was no new one, the speaker 
proceeded to deal with the question in its present phase, as a problem 
which the circumstances of the late war had done much to bring 
within the ambit of practical pclitics. Great stress was naturally laid 
on the Balfour Declaration of November 2nd, 1917, and its embodiment 
in the Turkish Treaty and in the mandate approved in September, 1921, 
by the Assembly of the League of Nations. The difficulties inseparable 
from the policy of Zionism were fairly faced, and admitted to be 
formidable, and full credit was given to British public men who, both 
in the present and the past, had had the courage to lend their support 
to the movement. Their attitude could not be ascribed to financial 
considerations, as most of the wealthy Jews were opposed to the 
scheme. The difficulties were of two kinds, internal and external. 
As regarded the first, the different languages spoken by the colonists, 
the unfitness of some of them for agricultural pursuits, and the un- 
developed state of the country and its communications were the most 
important. The external difficulty was the existence of an Arab 
population already in occupation of the country. Dr. Weizmann 
contended, however, that Arab and Jew could get on together if left 
to themselves, and ascribed the present hostility of the Arabs to 
the suggestions of the English official class, who found a race on the 
intellectual and economic plane of the Jew difficult to fit into the 
ordinary routine of colonial administration. The necessity for military 
protection he altogether denied. Interesting particulars were given of 
the extent to which colonisation had been carried out at present, and 
the financial position was stated to be satisfactory. 

In the discussion which followed, in which Sir Valentine Chirol, 
Dr. D. G. Hogarth, Professor Margoliouth, Dr. Hertz and Admiral 
Richmond took part, while Dr. Weizmann’s fairness and moderation 
were highly commended, the movement found little support, except 
from the Chief Rabbi. 

The next two meetings, on January 24th and February 7th respec- 
tively, need not be described in detail, as the papers read are printed 
elsewhere in this number of the Journal. At the first meeting Sir 
Maurice de Bunsen presided, and Sir Basil Blackett, Mr. Harold 
Spender, Mr. Algernon Cecil, who put in a good word for the Habsburgs, 
Dr. Seton-Watson, and Colonel Garsia contributed to the discussion. 
On the occasion of Sir Valentine Chirol’s paper, Lord Edward Gleichen 
took the chair, and, after a spirited attack upon Sir Valentine’s con- 
tentions by Lord Winterton, the discussion was continued by Major 
Ralph Glyn, Sir Rennell Rodd, Dr. D. G. Hogarth, Professor Pollard, 


Mr. Aneurin Williams and Colonel Garsia. There was an exceptionally 
large attendance. 
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On February 21st, a meeting was held to discuss the Washington 
Conference. Sir John Jordan was in the Chair, and the discussion 
was opened by Admiral Chatfield, who paid a high tribute to the spirit 
animating the Conference, and explained the beneficial effects of the 
close personal contact between the various delegates and advisers. 

The speaker dealt in detail with the naval proposals, explaining the 
basis upon which the arrangements were based, viz. existing ratio of 
naval power, and the reason why the capital ship tonnage was fixed 
et 35,000 tons, the minimum size which could render battleships 
defensible against torpedoes. He pointed out the necessity for willing 
and unanimous agreement, and contended that this had been achieved. 
International suspicion, rather than armaments, being the cause of 
war, Admiral Chatfield considered that the object of the Conference 
had been more fully attained by the agreement arrived at than would 
have been the case had the original programme been carried out in its 
entirety. 

Mr. J. A. Spender and Mr. Wilson Harris discussed the Conference 
from the point of view of journalistic spectators. Mr. Spender referred 
to and explained the attitude of the French, which, however, he regarded 
as regrettable. 

Mr. Harris thought that more publicity might have been given to 
the proceedings, and ascribed no small share of the credit for the 
success of the Conference to the spirit shown by the American press, 
with the exception of the Hearst papers. On the submarine question, 
all the New York papers, with two exceptions, supported the British 
view against the American. 

Mr. Bajpai dealt with the part played by the British Empire 
Delegation, and the Chairman, in conclusion, explained, in a most 
clear and interesting historical survey, the Chino-Japanese situation 
dealt with at the Conference. 


Thbrary. 


The Library Committee have pleasure in announcing that among 
the gifts and loans received for the Library, are the following :— 


A collection of books on the Balkans, Peace Loaned by Major H. W. V. 


Conference, League of Nations, Germany, TEMPERLEY. 

Austria, Hungary, etc. 
Books on Poland and Danzig. - . Given by Sir Recrnatp Tower. 
Books on Albania . . ° 4 . Given by Miss E. Dunnam. 
Books on New Zealand . : ; . Given by Colonel The Rt. Hon. 


Sir James ALLEN. 


Gifts of books, periodicals, and maps have also been gratefully 
accepted from the following: Mr. J. C. Maxwell-Garnett, Mr. R. 
Holland Martin, Mr. Norman Angell, Mrs. Dugdale, Mr. G. M. Gathorne- 
Hardy, Mr. E. N. Adler, Lady Swaythling, Lord Edward Gleichen, 
Lord Pentland, Dr. D. G. Hogarth, Sir Howard d’Egville, Mr. 
W. H. Clark, Professor Pollard, Mr. Guy Locock, Mr. William Bellows, 
Sir John Tilley, Mr. L. C. Wharton, Sir Frederic Kenyon, Dr. Chaim 
Weizmann, Major Bettelheim, Mr. L. C. Christie, the Zionist Organisa- 
tion, the Manchester Library, the Oxford University Press, and the 
Garton Foundation. 

The Committee wish to take this opportunity of thanking all the 
above most sincerely once again for their generosity. 

No. 2.—vot. I. D 
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Official Documents have been received from the Legations of the 
following: Poland, Lithuania, Esthonia, Persia and Georgia. 

Among the books especially wanted for the Library are the Peace 
Handbooks. 


FORTHCOMING MEETINGS. 
At the Royal Society of Arts, 10 John Street, Adelphi, at 8.15 p.m. 


Tuesday, March 21. ‘‘The Franco-German Frontier: a Suggestion.” By 
Mr. J. Fiscoer WituiaMs, K.C., C.B.E. 

sé April 4. “The Financial and Economic Activities of the League 

of Nations.””» By Mr. W. T. Layton, C.H., C.B.E 


Informal Meetings at the Institute, Malet Street, W.C. 1. at 8.15 p.m. 


Tuesday, March 14. ‘‘The Repercussions in India of the Turkish Problem.” 
Near East Group. Led by Professor ARNOLD TOYNBEE. 


Note.—Members are reminded that the groups attending the 
informal meetings must necessarily be small, and those desiring to 
join either of the above mentioned, or to suggest the formation of other 
groups, are requested to send their names and suggestions to the 
Secretary, British Institute of International Affairs, Malet Street, 
W.C. 1. (Tel., Museum 6183). 


Coffee can be obtained before these meetings in the B.I.1.A. rooms 
from 7.45 to 8.15 p.m. 


CORRESPONDENCE. 


Institute of Historical Research, 
Bloomsbury, W.C.1. 


February 27, 1922. 
Sir, 


Will you allow me to inquire, through your columns, whether any 
of your readers would be interested to co-operate in some organised 
study of Western influence on Near and Middle Eastern peoples ? 

The history of this influence during the last two or three centuries 
is one of the keys to present Oriental problems, and the intellectual 
and social sides are at least as important as the military, diplomatic 
and economic. Group work suggests itself, and I am trying to bring 
together at the Institute of Historical Research, Malet Street, Blooms- 
bury, a group of people interested in the studies that I have mentioned. 
For this purpose I am proposing to exclude India and Russia, to 
concentrate on the peoples and countries that have at one time been 
included in the Ottoman Empire, and not to go further back to start 
with than about the last quarter of the seventeenth century. On 
these lines I have already made a start with several collaborators. 

At the Institute of Historical Research we have rooms, maps and 
works of reference and are conveniently near to the British Museum. 
If any of your readers wishes for further information, I should be glad 
if he or she would write to me at the Institute; I will only add that I 
am not asking for pupils but for collaborators, and that even those 
with little time to spare may give valuable help. 

Yours truly, 
ARNOLD J. TOYNBEE. 
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